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FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and  returns 
on  commercial  farms  and  ranches  by  type  and  size  in  some  of  the  important 
farming  regions  of  the  United  States.  The  study  is  conducted  under  the  gen- 
eral supervision  of  Wylie  D.  Goodsell,  Farm  Production  Economics  Division, 
Economic  Research  Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1963  costs  and  returns  studies  have  been  conducted  on  the  following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg- Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  presented  in  a 
report,  revised  annually.  The  latest  such  report  was  published  in  1963  and 
is  titled:  "Farm  Costs  and  Returns,  Commercial  Farms,  by  Type,  Size,  and 
Location,"  Agriculture  Information  Bulletin  No.  230,  Revised,  1963. 

Information  on  the  studies  can  be  obtained  from  Farm  Production  Eco- 
nomics Division,  Economic  Research  Service,  U.S.  Department  of  Agri- 
culture, Washington,  D.C.,  20250. 


Figure  1 


COSTS  AND  RETURNS 

COMMERCIAL  TOBACCO-LIVESTOCK  FARMS, 
BLUEGRASS  AREA,  KENTUCKY,  1963 

Owen  K.  Shugars  and  John  H.  Bondurant1 


Operators  of  typical  tobacco-livestock  farms  in  the  Bluegrass  area  of 
Kentucky  realized  higher  returns  in  1 963  than  in  1 962  (figs.l,  2 and  table  1). 
Estimates  of  net  farm  incomes  for  1962  and  1963  for  three  farm  types  in 
this  important  burley  tobacco  area  were  as  follows: 


Percentage 


Tobacco-livestock  farms.  Inner  Bluegrass  area 

Tobacco-dairy  farms.  Intermediate  Bluegrass  area... 
Tobacco-dairy  farms.  Outer  Bluegrass  area 


1962 

$7,836 

2,809 

5,426 


1963 

$9,796 

3,238 

6,194 


change 

25 

15 

14 


Returns  were  higher  in  1963,  mostly  because  of  greater  production  per 
farm  and  a slight  increase  in  the  average  price  received  for  tobacco.  The 
tobacco  acreage  was  the  same  in  both  years.  Major  reasons  for  greater 
farm  production  in  1963  were  record-high  yields  per  acre  of  tobacco,  in- 
creased milk  production  per  cow,  and  a larger  number  of  beef  and  milk 
cows  per  farm.  Very  favorable  growing,  harvesting,  and  curing  weather 
conditions  contributed  greatly  to  the  record  yield  of  tobacco  in  1963.  Total 
acres  of  cropland  harvested  per  farm  increased  slightly  on  the  farms  in 
the  Inner  area,  declined  slightly  in  the  Intermediate  area,  and  stayed  about 
the  same  as  in  1962  in  the  Outer  area. 


Tobacco-Livestock  Farms,  Inner 
Bluegrass  Area 

Gross  farm  income  increased  and 
operating  expense  declined  slightly 
in  1963  on  tobacco-livestock  farms 
in  the  Inner  Bluegrass  area  (table 
2 and  fig.  3).  Increased  production 
of  tobacco  and  beef,  principally 
feeder  calves,  and  a higher  average 
price  received  for  tobacco  were 
largely  responsible  for  the  higher 
returns.  Cash  receipts  from  tobacco, 
cattle,  and  calves  were  greater  than 
in  the  preceding  year,  while  those 


from  hogs,  sheep,  lambs,  and  wool 
declined  slightly  (table  3). 

Prices  received  for  tobacco  in 
1963  averaged  $1.35  per  100  pounds 
above  1962  and  tobacco  production 
per  farm  increased  2,424  pounds. 
The  return  from  tobacco  was  up 
$1,697  from  the  previous  year.  The 
beef  cow-calf  enterprise  was  larger 
and  quantities  of  cattle  and  calves 
sold  were  greater  than  in  1 962.  How- 
ever, the  average  price  received  for 
calves  was  down  $2.19  per  hundred- 
weight and  the  price  received  for  cull 


1 Agricultural  Economist,  Farm  Production  Economics  Division,  Economic  Research  Serv- 
ice, U.S.  Department  of  Agriculture,  and  Professor  of  Agricultural  Economics,  University  of 
Kentucky,  respectively.  The  Kentucky  Agricultural  Experiment  Station  is  a cooperator  in  the 
continuing  study  of  costs  and  returns  on  tobacco-livestock  farms  in  the  Bluegrass  area  of 
Kentucky. 
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Table  1.-  Size,  organization,  and  production,  tobacco- livestock  farms 
Bluegrass  Area,  Kentucky,  1962  and  1963 
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1/  Preliminary. 


Table  2.-  Income,  costs,  and  related  data,  tobacco- livestock  farms, 
Bluegrass  Area,  Kentucky,  1962  and  1963 
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Note:  Information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of  farms. 
Net  farm  income  is  the  return  _to  operator  and  unpaid  members  of  the  family  for  their  labor  and  management  on  the  farm 
and  return  to  total  capital.  No  allowance  has  been  made  for  payment  of  rent,  interest,  or  mortgage. 
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Gross  farm  income : 17,040  18,825  5,512  6,259  11,145  12,614 


GROSS  FARM  INCOME  AND  RECEIPTS 
FROM  TOBACCO  AND  CATTLE 

Tobacco-Livestock  Farms,  Inner  Bluegrass  Area,  Ky. 
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Figure  3 


cows  declined  slightly.  Prices  re- 
ceived for  yearlings  averaged  a little 
higher  than  in  1962.  Cash  receipts 
from  the  sale  of  sheep,  lambs,  and 
wool  were  down  slightly  in  1963, 
because  both  quantities  sold  and 
prices  received  were  a little  below 
those  in  the  previous  year.  The 
number  of  ewes  per  farm  continued 
a downward  trend  in  1963.  The  num- 
ber sold  and  prices  received  for 
feeder  pigs  and  hogs  also  declined  in 
1963,  and  gross  returns  from  the  hog 
enterprise  were  below  those  of  the 
previous  year. 

Despite  the  increase  in  production 
per  farm  and  higher  prices  paid  for 
production  goods  and  services,  op- 
erating expense  was  a little  lower 
than  in  1962  for  operators  in  the 
Inner  Bluegrass  area.  Purchases  of 
feed  in  1963  were  down  $357  per 


farm  as  a result  of  increased  grain 
and  hay  production.  Livestock  pur- 
chases were  below  those  of  1962. 
Machinery  costs,  including  custom 
hire,  increased  in  1963  as  did  hired 
labor  and  expenditures  on  farm 
buildings  and  fences.  Custom  hire 
increased  as  a result  of  greater  crop 
production  and  especially  because  of 
an  increase  in  the  use  of  custom 
services  for  the  application  of  chem- 
ical materials  in  tobacco  produc- 
tion. Some  of  this  increase  was  off- 
set by  a decline  in  farmer-applied 
materials.  The  quantity  of  labor 
hired  increased  less  than  1 percent, 
but  wage  rates  were  up  nearly  3 per- 
cent, and  the  cost  of  hired  labor 
exceeded  that  of  1962  by  $70  per 
farm.  Prices  paid  for  all  goods  and 
services  used  in  production  aver- 
aged nearly  3 percent  above  those 
in  1962. 
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Tobacco-Dairy  Farms,  Intermediate 
Bluegrass  Area 

Gross  farm  income  for  tobacco- 
dairy  farms  in  the  Intermediate 
Bluegrass  area  is  estimated  to  be 
$747  per  farm  above  that  of  1962 
(fig.  4).  This  increase  was  partially 
offset  by  higher  operating  expense; 
net  farm  income  increased  by  only 
$429. 

Tobacco  production  per  farm  was 
17  percent  above  that  of  1962  due  to 
an  increase  of  305  pounds  in  the 
yield  per  acre.  Also,  the  average 
price  received  for  tobacco  advanced 
$1.71  per  100  pounds  from  the  1962 
level.  Consequently,  cash  receipts 
from  tobacco  overshadowed  the  cor- 
responding 1962  return  by  $518. 
Returns  from  the  s ale  of  dairy  prod- 
ucts were  up  $91  per  farm  due  to 
increased  milk  production.  The 
average  price  received  for  manu- 
facturing milk  in  1 963  was  unchanged 
from  a year  earlier,  but  milk  pro- 
duction per  cow  was  up  244  pounds. 

Operating  expenses  advanced  in 
1963  mostly  because  of  increases  in 
feed  purchases  and  power  and  ma- 
chinery costs.  Feeding  rates  for 
milk  cows  were  above  those  of  1962 
and  both  the  quantity  purchased  and 
prices  paid  for  feed  were  greater  in 
1963.  Prices  paid  for  machinery  and 
equipment  were  higher  and  the 
quantity  purchased  also  increased. 
Expenditures  for  farm  buildings  and 
fences  were  below  those  in  1962,  and 
other  cost  items  were  about  the  s ame 
in  both  years.  Prices  paid  for  all 
goods  and  services  used  in  produc- 
tion averaged  about  3 percent  higher 
than  in  1962. 

Tobacco-Dairy  Farms,  Outer 
Bluegrass  Area 

Gross  farm  income  on  tobacco- 
dairy  farms  in  the  Outer  Bluegrass 
area  exceeded  that  in  1962by$l,469 


per  farm.  However,  operating  ex- 
pense was  up  about  12  percent  and 
net  farm  income  increased  only 
$765.  Higher  cash  receipts  from 
tobacco  and  milk  were  largely  re- 
sponsible for  the  greater  returns 
in  1963. 

Milk  sales  increased  more  than 
$600  per  farm  and  tobacco  receipts 
were  up  $527.  Milk  production  per 
cow  was  4 percent  higher  in  1963; 
prices  received  for  milk  averaged 
$4.34  per  100  pounds,  7 cents  more 
than  in  the  previous  year.  Tobacco 
production  per  farm  was  about  14 
percent  greater  in  1963  because  of 
an  increase  of  258  pounds  per  acre 
in  yield.  Prices  received  for  tobacco 
averaged  $59.55  per  100  pounds  in 
1963  compared  with  $59.24  in  1962. 

Milk  sales  accounted  for  42  per- 
cent of  gross  farm  income  in  1963 
and  tobacco  sales  34  percent  (fig. 
5).  Cash  receipts  from  the  dairy 
enterprise,  including  sales  of  calves 
and  cull  cows,  provided  more  than 
50  percent  of  the  gross  farm  income 
on  these  farms  in  the  Outer  Blue- 
grass area. 

The  major  expenditure  items  con- 
tributing to  higher  operating  ex- 
penses in  1963  were  feed  purchases  , 
and  outlays  for  power  and  machinery 
including  custom  hire  (table  4) . More 
feed  was  bought  in  1963  because  of 
higher  feeding  rates  and  larger  num- 
bers of  livestock  per  farm.  Prices 
paid  for  feed  were  also  higher  in 
1963.  Machinery  costs  advancedbe- 
cause  of  increased  purchases  and 
higher  prices  paid  for  machinery  and 
equipment.  The  cost  of  custom  hire 
was  above  that  in  1962  as  a result  of 
greater  hay  production  and  more  use 
of  custom  services  in  the  application 
of  chemical  materials  for  tobacco 
production.  As  was  the  case  on  farms 
in  the  Inner  area,  this  represents  a 
shift  from  farmer-applied  materials 
and  some  increase  inthe  overall  use 
of  chemical  materials. 
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Figure  4 
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Figure  5 
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